Amendments to GEM L.isting Rules

Chapter 8

GENERAL

VALUATION OF AND INFORMATION ON PROPERTIES

When Required

8.03A These requirements do not apply if the property is acquired under a Qualified Property
Acquisition (as defined in rule 19.04(10C)).

Chapter 19

EQUITY SECURITIES

NOTIFIABLE TRANSACTIONS

19.04 For the purposes of this Chapter.—
(1) any reference to a “transaction” by a listed issuer:

(a) includes the acquisition or disposal of assets, including deemed disposals as
referred to in rule 19.29;

(H includes entering into any arrangement or agreement involving the formation of a
joint venture entity in any form, such as a partnership or a company, or any other
form of joint arrangement, other than a joint venture where:

(i) __the joint venture is engaging in a single purpose project / transaction which is of
a revenue nature in the ordinary and usual course of business of the issuer (see
rule 19.04(1)(q));

(i) the joint venture arrangement is on an arm’s length basis and on normal
commercial terms; and

(i) the joint venture agreement contains clause(s) to the effect that the joint venture
may not, without its partners’ unanimous consent:

(A) change the nature or scope of its business; or

(B) enter into any transactions which are not on an arm’s length basis; and




(g) to the extent not expressly provided in rules 19.04(1)(a) to (f), excludes any
transaction of a revenue nature in the ordinary and usual course of business (as
referred to in rule 19.04(8)) of the listed issuer;

Notes: 1

To the extent not expressly provided in rules 19.04(1)(a) to (f), any
transaction of a revenue nature in the ordinary and usual course of
business of a listed issuer will be exempt from the requirements of this
Chapter. However, listed issuers should note that any such
transaction may nevertheless be required to be disclosed under the
listed issuer’'s general obligation to keep the market informed of all
price-sensitive information (see rule 17.10).

Any transaction involving the acquisition and disposal of properties will
generally not be considered to be of a revenue nature unless such
transactions are carried out as one of the principal activities and in the
ordinary and usual course of business of the listed issuer. Forthe

Where a listed issuer, for the financial reporting purpose, has
transferred an asset from the fixed asset account to the current asset
account, a subsequent disposal of the asset by the listed issuer will
not be exempt under rule 19.04(1)(g).

In considering whether or not a transaction is of a revenue nature, a
listed issuer must take into account the following factors:

(@) whether previous transactions or recurring transactions that
were of the same nature were treated as notifiable transactions;

(b) the historical accounting treatment of its previous transactions
that were of the same nature;

(c) whether the accounting treatment is in accordance with
generally acceptable accounting standards; and

(d)  whether the transaction is a revenue or capital transaction for
tax purposes.



These factors are included for guidance only and are not intended to
be exhaustive. The Exchange may take into account other factors
relevant to a particular transaction in assessing whether or not it is of
a revenue nature. In cases of doubt, the listed issuer must consult the
Exchange at an early stage.

(10A) [Repealed 1 Februarv 2011]QHaHﬁed—Gemeeted—Peren—means—any—peren—that—ls—a

(10B) “Qualified Issuer{s)’ means an listed issuer{s} actively engaged in property development
as a principal business activity;. For determining whether property development is a
principal activity of an issuer, consideration will be given to the following factors:

(a

clear disclosure of property development activity as a current and continuing

(b)

principal business activity in the Directors’ Report of its latest published annual
financial statements;

property development activity is reported as a separate and continuing segment (if

(c)

not the only segment) in its latest published financial statements; and

its format for reporting segmental information and its latest published annual

financial statements have fully complied with the requirements of relevant
accounting standards adopted for the preparation of its annual financial
statements on reporting of segment revenue and segment expense.

(10C) “Qualified Property Acquisition{s})’ means an acquisition{s} of land or property
development project in Hong Kong from Government or Government-controlled entities

through a public _auction or tender; or an acquisition of governmental land in the

Mainland from a PRC Governmental Body (as defined in rule 25.04) through a tender

? I§1), auction (TI;’IF' 1), or Ilstmq for sale (EEVEJ) qoverned bv the PRC law (as defmed in

uIe 25 04)

Note: The Exchange may relax this requirement to accept land acquired in other

jurisdictions from governmental bodies through public auctions or tenders.
Factors which the Exchange will consider include:

() whether the government land is acquired through a competitive bidding
process requlated by legislation and/or requirements in the relevant

lurisdiction;

(i) whether the bidding process is fairly structured and established, and bidders
have no discretion to change pre-established terms;

(iii) whether acquiring government land through a bidding process is a common
practice in that jurisdiction; and

(iv) the problems faced by the issuer in complying with the notifiable transaction
Rules for the land acquisition.




(10D) [Repealed 1 Februarv 2011]5Qaah#ed—PFepe4y—PFe}eet€s)—means—land—ew—p¥eper

Exemptions for Qualified Property Acquisitions
which constitute major transactions or very substantial acquisitions

19.33A A Qualified Property Acquisition which constitutes a major transaction or very substantial
acqwsmon is exempteel from shareholders approval |f—|=+steel—+ssuer_s—sheu+el—re#er—te—the

(12) it is A Qualified-Property-Acquisition{as—defined-in—+rule—19.04(10C)H-undertaken on a

sole ba5|s—wh+eh—|s bv a Ouallfled Issuer in the-its ordmary and usual course of business




(24)

(@)

(b)

(©)

(d)

the project will be single purpose, relating to the acquisition and/or development of a
specific property and consistent with the purpose specified in the auction or tender
document;

each joint venture arrangement must be in—the—ordinary—and-usual-course—of
business-of the Qualified-tssuer-on an arm’s length basis and on normal commercial

terms;

without-prejudice-to-any-othernecessary-censent-the joint venture agreement must
contains clause(s) to the effect that the joint venture entity-may not, without its the

jemt—venwlﬂ&partners unanimous consent:

(i) change the nature or scope of its business, and if there are changes then they
sueh-changes must still be consistent with the scope or purpose specified in the
auction or tender document; or

(i) enter into any transactions which are not on an arm’s length basis;whetherwith

a-connectedpersen-or-net;,_and

the Qualified Issuer’s board has confirmed that the Qualified Property Acquisition is

in_the Qualified Issuer's ordinary and usual course of business; and that the
Qualified Property Acquisition and the joint venture, including its financing and profit
distribution arrangements, are on normal commercial terms, fair and reasonable and
in the interests of the Qualified Issuer and its shareholders as a whole.




19.33B (1) {H—the-The Qualified Issuer must publish an announcement as soon as possible after in
accordance-with-chapter16-upon-natification of the success of a bid by it or the joint

venture for a Qualified Property Acquisition falling under rule 19.33A and send a

circular to its shareholderseweula#se—de%eg&rdmg—the—s&meess&ﬂ—Q&ahﬁed

fenemngdemI&The announcement and mrcular must contaln:

(a) _details of the acquisition;

(b) details of the joint venture, if any, including
(i) the joint venture’s terms and status efthejeinrt-venture;

{i}—the—status—of-the o IEE ve|||tu|e_|nellud|;_|g de_tallls ° It;l e-successtul-Qualified

(iit) its the-dividend and distribution policy-ef-thejeint-venture; and

(iii-v) the joint venture’s financial and capital commitment efthejoint-venture-and the
Quialified Issuer’s share in it therein; and

(c) information to demonstrate that the conditions in rule 19.33A(1) or (2) were met.

Note: If any of these details are not available when the issuer publishes the initial
announcement, it must publish subsequent announcement(s) to disclose the
details as soon as possible after they have been agreed or finalised,

(3) _ The announcement and circular requirements under chapter 19 apply to the acquisition
and the joint venture, if any, according to the transaction classification, except that the
information circular need not contain _a valuation report on the property under the
Qualified Property Acquisition.




20.10

Chapter 20

EQUITY SECURITIES

CONNECTED TRANSACTIONS

General matters concerning definitions and interpretation

In this Chapter:

(10A) “Qualified Connected Person” means any person that is a connected person {definred-in
rale—20-11)—of the Qualified Issuer, solely because it such—person—is a substantial

shareholder (or its associate) with or without representation on the board in one or more
non-wholly-owned subsidiaries of the Qualified Issuer formed to participate in property
projects, each of which is single purpose and project specific;

(10B) “Quahfled Issuer(—s}" has the meanmq in rule 19 04(108)me&ns—#sted—+ssue.t€s)—aetwely

(10C)“Qual|f|ed Property Acqwsmoan) has the meanmq in rule 19. 04(10C)me&ns

(13) a “transaction” by an issuer, whether or not it is of a revenue nature in the ordinary and
usual course of business as defined in rule 19.04(1)(g), includes:

(a) the acquisition or disposal of assets including deemed disposals set out in rule 19.29;

() entering into any arrangement or agreement involving the formation of a joint
venture entity in any form, such as a partnership or a company, or any other form of
joint arrangement;



(i) sharing of services; and
()) providing or acquiring raw materials, intermediate products and finished goods.;-and

; fied icition.

Exemption for Qualified Property Acquisitions and-General-Property-Acquisition-Mandate

20.723 A Qualified Property Acqmsmon undertaken on a jOII’l'[ venture basis with a Qualified
Connected Person where—a—Qualified ned ane Droperty

Acquisition-Mandate-is exempted from sha;ehelde%s—appreval—mquwemem—undeemles%
te—]:946—and—nsrles—]:9—49—te—]:953—and—the mdependent shareholders approval requwements




(2)

the independent board committee and the independent financial adviser have confirmed

that the Qualified Property Acquisition is in the Qualified Issuer’'s ordinary and usual
course of business; and that the Qualified Property Acquisition and the joint venture,
including its financing and profit distribution arrangements, are on normal commercial
terms, fair and reasonable and in the interests of the Qualified Issuer and its
shareholders as a whole.




10



20.73 (12) A Qualified Issuer must publish an announcement as soon as possible after in

accordance-with-chapter-16-upen-notification of the success of a bid by a joint venture

for a Qualified Property Acqwsmon faIImq under rule 20.72 and send a C|rcular to its

11



(3

(b) information to demonstrate that the conditions in rule 20.72 were met.

Note: If any of these details are not available when the issuer publishes the initial
announcement, it must publish subsequent announcement(s) to disclose the
details as soon as possible after they have been agreed or finalised,

The announcement, circular and reporting requirements under chapter 20 apply to the

acquisition and the joint venture according to the transaction classification, except that
the information circular need not contain a valuation report on the property under the
Qualified Property Acquisition.
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